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PRIMARY-EXAMINER: Trammell; James P. 
ASSISTANT-EXAMINER: Hayes; John W. 

ATTY-AGENT-FIRM: Ganz Law, P.C. Ganz, Esq.; Bradley M. 



ABSTRACT : 

A system and method for the optimal allocation of investment funds among a portfolio of 
investments, and the optimal selection of candidate investments for the portfolio to optimize 
the financial risk of the investor relative to the financial returns. The system and method 
create risk tolerance functions for the investor which describe the investor's monetary utility 
through probability preferences with respect to specific currency amounts relative to the 
investor's overall assets restricted to the investors monetary range of interest. The risk 
tolerance function is then used in conjunction with a computed probability density function of 
the investment portfolio to create a probability density function of the investor's probability 
preferences with respect to the investor's risk tolerance function. The probability density 
function expresses the dispersion of risk preferences that the investor would experience as a 
result of the investment allocation. Investment funds are allocated to the investments of the 
portfolio by maximizing the expected value of the probability density function of the 
investor ' s probability preferences within a rich environment of possible parameters 

2 0 Claims, 12 Drawing figures 
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ASSISTANT-EXAMINER: Myhre; James W. 
ATT Y-AGENT- FIRM: Mayer, Brown & Piatt 



ABSTRACT : 

The present invention relates to a computer system for managing the allocation of mortgage pool 
risk between a mortgage originator and a funding institution. The mortgage originator issues a 
mortgage and the funding institution agrees to assume certain risks such as interest rate and 
credit risk for the mortgage up to a certain percentage. The mortgage originator and the 
funding institution enter into a Master Commitment agreement which has an overall credit 
enhancement value for mortgage funding by the mortgage originator. The system has an input 
device capable of receiving mortgage data from the mortgage originator. A memory has a database 
storing the data relating to the mortgage loan, Master Commitment, financial institution and 
rate and fees. A processor calculates a credit enhancement value as a function of the 
probability of foreclosure and the severity of loss indicated by mortgage data. An output 
device produces a delivery commitment in which the mortgage originator assumes obligation for 
losses up to the credit enhancement value and the funding institution assumes obligation for 
additional losses. 

12 Claims, 24 Drawing figures 
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